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Sielke: The Changes in Revenue and Its Use in Three Low Spending District
i"""tl ri~ to both t" ""ye r and pup,l,neQu;uu.
.. .finance reform has o(lowe d I~chool disrrielS} ro
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1m , 00 , II property.
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funding toer, whdr we .. del.(mlrotd ~ 1"""( 1~ 9)-94 st.tl.OO leol
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f,l,clllaao·s .pproach to lelorm ho, bton som.....ml d,flelllfll. like n\(l$1
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gene,.t( the same numb« of dofto,s ... mlllleY.,d ,n anomer d Slnct
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Other districts so that dispa,ities continue to be lessened. local
districts were given the option of requesting voter approval re, th,ee
additional enhancement mills for up to three years. This local option
will be replaced by a regional enhancement millage option beginning
with the 1997·98 school year. The regional enhancement millage must
be approved a majority of voters within an intermediate school distr ict
thereby broadening the tax base and improving equity in te,ms or
property wealth.

Table I
District Characteristics - 1993·94

OiWict A

District B

District C

$90.826

$84,8SS

$110,656

Pupils (fTE)

2.93S

2,275

3.472

Operating Mills

25.98

27.76

30.42

Total Revenues

Sri .639.452

18.SZZ.812

$13.464.419

Total Expenditu,es

S13,052.616

$9.431.230

$13,676.139

$4.447

S4.145

Sl.939

$2,359.468

$4%.948

SI .944.267

$34. 896

S40.l96

144.503

446

269

ISO

$<129

SS27

S348

4S7

284

SZI

Free & Reduced Lunch

41.2%

20.5%

9.4%

l)rop Out Rate

12.2%

,t.6%

0.8%

Compl etion Rate

S9.4%

84.0%

96.4%

State Equalized Value/Pupil

A Study of Reform's Impact

The purpose of this study is to examine the impact Michigan·s
finance refo,m has had on three of the low revenue districts. This
resea<ch is very important because other researchers' have pointed
out that while total dollars for education have increased significantly
ever the years. the number or new dollars coming into any district at
one time has been 1elatively small. This research focuses on th1ee
Michigan dist,icts that received significant 1evenue increases for the
1994·9S school year. Although these districts will continue to receive
more dollars per pupil over the next five or six years. the amount of
the increase will not be nearly as much as they received during the
first year.
This study examines changes in revenue and how these 1evenues
were used by the districts. Analysis has been limited by the fact that
the 1994·9S was the first year of reforrn. Financial reports were not
completed by the districts until December 199S. and the MOE
released the information in January 1996.
There were 31 distr icts (out of S24) whose local and state revenues
were bel ow $4.200 in 1993·94. The low revenue districts are located
in the upper peninsula. northern lowe, Michigan. and southwestern
Michigan. Constraints. such as lack of funding and professional
commitments. limited travel to distant sites. The three disuicts that
were selected for analysis are all located in southwestern Michigan.
The three districts do differ in many ways. including enrollment growth
and soci o-economic status.
In addition to five years of financial data obtained florn MOE. 1994·
95 board minutes for each district were reviewed for information on
changes in staffing. curriculum and other areas that may have been
impacted by reform. After a 1eview and analysis of the financial data
and the boa,d minutes. conversations were held with the supe;inten
dent and/or business administrator to cla,ify and respond to
questions about the data. These central office personnel offered
insights into the effects of reform on their districts that may not have
been evident in the other data. Each conversation lasted approximately
I· I 12 hour s. District personnel we,e promised anonymity.
Changes in Revenue in the Districts

Table I summa,izes the char acteristics of the three selected
districts. All three districts levied below the state average mill rate in
1993·94. Since the state aid membership formula rewarded for local
effort. these districts placed themselves in the low revenue category.
District C had the highest State Equalized Value (SEV) per pupil: in
fact. the prope,ty wealth in District C combined with its low millage
rate put this district (like Onaway) into the position of being a low
revenue. out-of-formula distr ict. thus making its state aid categorical
grants subject to recaptu,e.
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Total Expenditures/Pupil
fund Balance
Average Teacher Salary
Rank in State
Administrative &
Business Costs/Pupil
Rank in State

Rank ings were computed by MOE based on 524 districts.

Source: Information provided by Michigan Department of Education.
Lack of taxpayer support or millage requests is part or the history or
these districts. which is why they are low revenue. District A is a
resort area; a lot of the property is owned by non·residents. Many
students a,e transient. children of migrant workers who come here to
work during the tourist season. The residents of the district have low
incomes. as evidenced by the high percentage of free and reduced
lunch students. and not inclined to increase property taxes. Adminis
trators in Districts 8 and C described their voters as conservative. In
District 8. p,operty owners have seen the valuation of their property
increase as new. expensive houses are being built on many of the
small lakes within the distiict. District C has a large number
(approximately 2,000) of pr ivate. parochial school students within its
boundaries. Although the district has no proof, administrators are
inclined to believe. that the parents of these students were unwilling
to tax themselves for schools they do not use.
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T. bl, 2 provKle, the infe<m,tion ustd by the Mkhig. n o.p>,tm,m
T~b[~ 2
01 T""UlY ta c. leul. te e.ch di,tllct'S 199) ·94 b, ,,, fou nd.tooo , 11ow·
Di . trict Bn. Foundation C.l<u la tio n 1994
,ne. , Incl uded in this c. leul. tlon were the .mounts collemd in 1oc,I
prop",ty t<x", , nd p.yrrt<ne In I"u 01 tox" {PI LOT). Re""nLlt,
Oi>trKt C
D,Sl, ict A
D,s\r" t B
receil'td f,om the ,t, l. In tile form of ,tat, m,mbt"hi p Ol d and
categori<;j l aid were . dded. fiCA ms , « t'ge<",1 th.t h, d bt,n
$t 1410 ,521
Prop T,xe,
$6 45 }J 16
S4,903,637
. dded duri ng lhe 1992·93 school ~.r, fO/ m.ny)'tors the mte h. d
p, id the .mplo~ r ' h'" of fiCA. In the late 1980'i. lhe st,te h.d \;xa l
P, yme"" ;0
7.800
17.1XlO
0
di,t,ict, p,y fiCA bu t directly re imburs,d the distri ct>. In 1992-93.
l"u of ' " ' '
districts bt~, n «cou nti ng 1m fICA os, ",,,,,nLlt , nd eXp"nditUle, ,nd
bet>u>e it w" I. b,led. Cl tegOli<;, 1R"nt, it w" , ubject to ""pt",.
TOTAL LOCA L
$6.4 70 ,3t6
$4 ,903, 637
$11418.32 2
fOI those districts that were out·of-fa, mul, . In t99J ·94, fi CA
re imbu'>erroen ! wl$ froz. n .t 70 p,rc,nt of the .mount rec.ived in
$t;Jte Ai d
1912·9) , S"''' the mld- 1970<. MlChig,n districtl ho d be." p')ing f,¥t
per"nt of ",tl",men! eo,ts Ja, its em ployers : the mte p. id the
549 66OC1
Form ul.
$2 ,024.83 8
$1.979,44 2
"m. ,ning . moont. The b.se found,tioo o, lou;.tlon included the
.mou nt the mte had p;l id for the dil!ric\'s employee, dU ""E th e
199) ·94 "'hool Y"ar. In ,dd it""n, tS.7 pel(ent 01 wh. t . di strKt hJ.d
Recap!",e"
199 .8IJ
0
0
'pem ,n fund bal.oc. wa, rol [ed In to the c,leul.tOO " revenLlt,
The rroetliod of n icu['llng the bose ro i\!l ql>t,tron s, for ....""1"
C.tegori,,1
451,290
29 1,05 1
308.786
[l;'tri ct C lost ,[most $200 ,000 in reci pture dun ng 1<J-93 -94. While
G"nt,
,ecoptu,e W", Mt c. lc ulm d., J ""'mit. ,t . [<o WlS 1>01 ,u btro cted
00 \ of the , l, le relltnLlts, tMreby a""mtrng the di,tr"t', rtven uu
336.9}7
fiCA
411 ,m
469,747
[n ~dd i tion, cent,, [ oIf'" . dmmi,trate<' qu esti"" th. Ifl( [usion of the
e'pendittue 01 fund b,;'oce", ,,",nu.
n2,3 76
Re\II.ment
710,046
49 1.393
The need to utt fund w lme. in 1<J-9}' 94 wos n.",,,it, l.d by
legis[atlve .ctionl th. t we re ct."g .... d to PIQvide t"p')'" ",hef but
TOTAl
$) ,098 ,823
$2.201.304
$3.041.3 06
e,u", d [0" of re¥tnue to di'UlCt' . [n 1992 ·93 , >£V< In the m t. wtre
STAT, AID
frozen, The SlY, for 199) ·94 re p""' nted tw0 )'l'''' of growth. often
• double digit pe ,c. ntilge inc"" ", A con'tltut""",[ ."",nd m.nt (P.A
3) ,071
192.64 1
119.343
f und B.I. nee
35 01 1979. often rd"",d lo " th . H.. d[ee Am .nd"",nt) ,"q uire "
roll bo c~ ,0 \;x, 1 millage rote! 'f the \;x.[ t. x w s, {SlY) ioc,.''''$
TOTAl
58 ,12 2,<XII
$1}468,88}
$t O,305,263
REVb~UES
me<e th. o infl. tlOll. The roll b",' co uttd • los, of ~, 1 9 mills In [l;s(rKt
A, 2.31 mills in [l;SUlCt B, , nd 0,4 mill ' Ln [l;l-tritl C. Wh ile [l;'tr;ct
2,831
2,130
3.485
C did not " k voters for • H"d lee CNt'Hde. Dil-trKt' A . nd B dod.
Pupil"
T.xp.)'tl$ defe.ted ttl< ,"qum in both dIStricts. Be"u.. the m t. ,id
fotmu l' w" dri ven by mil [, [,vi. d. the di,trrm [OS! , ub'tl nt;'1
1) ,81 )
$) ,861
B, .. IPtJpi[
$3 ,802
dol[,,, . The deci,-.;:.n reo<hed in 31 til rte d;st"cts WlS to use lund
b, [.oc. "thel th.n ta cut mff . n<.! prOgr. ms.
f",-"",,,,,,,
$4 .200
~.~
[l;strlct A rec. i",d the grem,t "",nu, Lncre, se in 1994-95 01 the
Alk) ...,,,,,,
"~
th, .. """t,d d;,toct', The Inu" ", 01 appro"'''"' teiy $,00 per pup il
re pre",nt.d , 10,S p",,,nt LI'" in [oc.[ an<.! >to te reve nLlt'. Oimk t 8',
•. ReClptUie WlI not co n,ide"d a r"",n llt.
b. Th•.\! num berl di ff" slightly from T.ble
;ocr"" of $)87 pe ' pupil (10. 13 ", rornt) WJ; ,r,ghtiy more th. n
"'"ltt.' [nom. ti on prov>d<d by Mkhl.,n O. p"t"",nt of Edu<;.tion
[l;,triot C, ioc,.." of $DS per pupif {8.39 pe rc. nt),

p,,,,, y,,,

Exp . nd ituru ror

S~ I.,ies,

Ben . fits, St.m ng . nd Curricul u m

AlIenll OO i, now lUrn.d to 00w the d;' trict' used the new dollm
they ,ee. ived. T,b[,,}, 4, ,nd 1 pwvkl • • b"",c\own of object, of
expenditure for In st,uction . nd ,upport "' , p"[(, nt'g' of tOl' [
expendi\urH fOl • five )'tar time period [n,tructoon include, , II
expen>t' for ci><$,oom inWuc(ion in cludi ng b"K K- t2. spe ci. 1
education. voc. toon.1 .due,loon , , nd other . dded ne.d< ,u ch "
>Hd ,tudent' and gifted and talented. Support expenditure, ioc[u dt
>11 odmi"" t,,!oon, tr.lmportat oon , business <try"". mllnt.naoc. and
op""t""n,. non ·cl.",oom ,upport " rVIC" !or ' tLKl~ nts . nd mff
(coo n",[ing , profm iorui [ development), etc. The", ,, ~ ge ne r~1 fu nd
op"rlti ng .xpen'" . nd undel MichJgln', ~coont", g code do not
incl ud• • xp"nditu", for food
.thle!IC;. debt " ti re,-,-,.nI.
b"~ding .n d ,ite fun d" .nd " n, in£ fund"

The mo,t oblO oo ,.OO e<p<cted irlC r,,!' in expendltu ,"s occ urs in
ben. fJU, There W'$ . n in<;,,'" in thi> expenditu," " .. in 1993-94
wh~n fiCA beg, n ta be ~coo nted fe<" , n ,xp"ndi lure lnd .n t't n
[Jlgee inc "a" 0 1994·91, the first l"" of li nance " f(>lm . j$ dimim
as sumed the full co,t of ,.ti",,,,,,n\. [l;s!ric\ A. ... hd h. d "tu.lly
"''''¥td $1,163,178 credit,d to its b. " Io Lll'ld.tion c. [eul. t,oo fe< fiCA
. n<.! "'tl",rroent. "p"nded , 1.861.399 for these two it,m , th.1t h.d
bun ..tl ifted from $\lte re,l»1,iblll ty to ",hOQI dist/rct ",sl»1,ib i[ity,
o.st<: ct 8 w eiv. d crtdi! lor $828,3)0 but "p"nd.d $1,316,366 fo,
th.", lwo norr·di"''"t,orwy 'xpe nlel. [}"UlCt C rec. iv,d a.d't lor
$1.102, 113 bu t .xp. nded $1.031,)75 fO/ fiCA . nd '"tum. nt.
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Table 3
District A - Expenditures as a Percentage of Total Budget

1990·91

1991·92

1992-93

1993-94

1994.95

Sala,ies

41.7

47.4

47.3

46.4

42.4

Benefits

7.6

8.4

8 .9

12.1

IS.S

Purchased Serv

0.8

0.7

0.9

0.8

I. I

Supplies

2.7

1.7

1.9

1.5

2.4

Other

0.3

1.0

0.5

0.5

0.3

S3.I

S9.2

59.5

61.3

61.6

Salaries

17.7

20.S

20.7

18.5

16.3

Benefits

36

4.1

44

54

6.4

Purchased Serv

7.0

5.1

5.4

59

5.9

Supplies

2.1

2.2

2.1

2.3

4.5

Other

16.6

8.6

7.8

65

8.8

Total Suppon

47.0

40.5

40.4

38 6

38.4

Salaries

59 4

67.9

68.0

64 9

S8.7

Benefits

11.2

12.6

13.3

17.6

21.8

Purchased Se,v

7.7

5.8

62

6.7

59

Supplies

4.8

39

40

39

4.5

Othe,

16.9

96

8.4

7.0

9.1

ICO.O

99 8

99.9

100. 0

100.0

INSTRUCTION

Total lnst,uction
SUPPORT

DISTRICT TOTAL

TOTAL

Discrepancie.s in addition due to fOunding.

Source: Computed by autho, from info,mat i on from MOE.
In reviewing the data in Table I. we can see that District A is cleafly
at the low end in the state fo, teache, sala,ies and ,drninistrative
costs: Dislfict B is below the median for these prnonnel costs.
Although District C was on the higher end of the rankings for teacher
salaries. it is almost last in adminisuative costs. These are not districts
that are leading the state in salaoes in 1993-94. and for 1994-95 these
three dist,icts approved only three peicent o, less ac,oss the boa,d
sala,y inc,eases. The need to use such a significant po,t ion of the
,evenue increase for mandated benefits ar ises because of the way the
base was calculated and not by increases in personnel or huge sala,y
settlements.
District A has begun many new programs targeting its very needy.
at-risk population. One such prog,am is a four level curriculum
delivery system which gives students alternatives to a traditional high
school curriculum. One part of this curriculum is a half day of
academic and vocational classes with the other half day devoted to
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tutorial programs and other student support systems. Acco,ding to
board minutes. early reports by the administration to the board of
education state ··1earning is up and discipline problems are down." A
p ilot school/court liaison program is in place. An all day kindergarten
in a multi-age setting has been implemented. In the elementary grades.
a multi-age continuous progress curriculum is provided with teams of
teachers ( consisting of regu lar classroom teachers. special education
teachers and Title I teachers) working with students. These programs
are serving as models for others across the state and appear to be in
keeping with some of the recommendat ions of Miles• and Odden and
Clune• as ways to reform education and better utilize existing
resources. Central office administrators stress that these programs have
no connection to finance reform. The new superintendent is
responsible for bringing these innovati ons to the district. and they
were started before reform. The innovations have been funded by
using 3 fund balance that had been allowed to grow over the years by
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Table S
District C - Expenditures as a Percentage of Total Budget

1990·91

1991-92

1992-93

1993-94

1994·9S

Salaries

48.5

49.1

52 6

4 86
.

46 9

Benefits

8.8

8.8

9.9

12.7

15.8

Purchased Serv

0.2

0.1

0.3

0.2

0.3

Supplies

2.9

3.3

2.8

2.S

2.6

Other

0.1

0.1

0.1

0.1

0.2

60.S

61.4

65.7

64.1

65 8

Salaries

19.6

19.6

19.7

17.7

16.9

Benefits

2.9

3.0

3.2

4.1

5.S

Purchased Se,v

6.5

7.1

5.8

5.4

0.6

Supplies

2.4

2.2

2.3

1.9

s.s

Other

8.1

6.7

3.S

6.7

5.7

Total Support

39 5

38.6

34.S

35.8

34.2

Salaries

68.1

68.8

72.3

66.4

63.8

Benefits

11.6

11.8

13.0

16.8

21.3

Purchased Serv

6.7

7.2

6.1

S.6

1.0

Supplies

S.3

54

5.0

4.4

8.1

Other

8.3

6.8

3.6

6.8

S.8

100.0

100.0

100.0

100.0

100.0

INSTRUCTION

Total Instruction

.

SUPPORT

DISTRICT TOTAL

TOTAL

Discrepancies in addition due to rounding.
Source: Computed by author from information from MDE.
other districts in the surrounding area already have. It added staff with
its new dollars. District C is growing at the rate of approximately 200
students per year: however. the mte uses a blended student count
(the previous year's February en/Ollment and the current year's
October count) for purposes of state aid. so each year the district is
behind revenue [01 approximately 100 students. Enrollment has
increased 47.1 percent between 1988 and 1994. Prio1 to finance
reform. elernenta1y classrooms including kindergarten. had 30 01 mo1e
students per class. Addit ional staff reduces class size somewhat. In
addition. a psychologist and social worker have been added. The
dist1ict has six elementar y school buildings. Prior to finance reform.
the district had two elementary princip als. It was able to add a
principal in 1994·95 and another one in 1995·96.
District C was able to add a prog,am for its at·risk students with the
new dollars. It had not been eligible for low income dollars and even
if it had been. recaptu1e would have Llken most of those dollars away.
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Like District 8. this dist1ict is using othe1wise unemployed teachers to
work as instruct i onal aides to p,ovide services for at-risk students.
District C has a very high graduation rate. so it is not surprising that
additi ons to the curriculum have been at the high school level.
Additions include advanced placement courses. advanced compute,
applications courses. and specialized English classes. District C is the
only district or the three districts studied to have schools that have
achieved summary accreditation based on their high sco1es on the
Michigan Educational Assessment P1ogram (MEAP · Michigan's
assessment tool).
District C is also working to b1ing change in the teacher salary
schedule. for example, once a negotiated settlement is reached with
teachers. $2.000 is subtracted from steps I and 2. The argument for
this action is that it represents the job market. There are far more
teache1s than positions: the board or education wants teachers to
make a commitment to the district before receiving more dollars. In
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